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Introduction 



This booklet is designed to help citizens understand and 
control how their money is used in local public schools. 

There are many reasons for citizens to seek this 
information. For example: 

• Taxpayers who are notified that school taxes arc 
going up may decide to investigate whether the 
increase is truly necessary. 

• Teachers may want to know if the district can afford 
better textbooks in a subject where their students 
have had difficulty. 

• Parents may suspect that too much is being spent on 
frills and too little on excellent instruction in science, 
math, history, and literature. 

• New school board membere may need help analyzing 
the budget proposed by the district superintendent. 

If you are concerned about local education spending for 
these or other reasons, district publications and records 
probably contain the answers to many of your 
questions. However, such documents are often designed 
to meet the needs of accountants and may be mysterious 
to people unfamiliar with accounting techniques. TTie 
primary goal of this booklet is to unravel some of the 
mysteries. 

Accordingly, pan 1 below explains the data available in 
most school hidget statements, and part 2 identifies 
ways to locate information those statements may not 
provide. For some citizens, a carcftil review of the 
existing budget will put their concerns to rest. Others 
will conclude that reforni is in order, and pan 3 
suggests some steps which will help them carry out 
those reforms. 
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Part 



The Line-Item 
Budget Statement 

The vast majoriiy of American public school districLs 
publish their spending plans each year in a line-item 
budget statement. Once it is officially adopted, the 
budget is the legally binding plan for using available 
money. TTie budget is the main tool used by school 
board memt^rs to control the school system 's 
resources. For citizens, it is usually the best single 
source of information on local «lucational spending. 

A line-item budget statement presents basic information 
for a single fiscai year, including: 

• an estimated beginning balance; 

• expected revenues; 

• planned expenditures; and 

• an anticipated ending balance. 

The dollars available are usuaily divided up into several 
different accounting units called funds, and some 
budgets provide comparative data on district spending 
in past years. 

Each of these elements of the budget statement is 
explained and illusiraied in ihe pages that follow. 
Because some sections of your district's particular 
budget format may not be self-explanatory, suggested 
foUowup questions are included after the discussion of 
each topic. Top district administrators, such as the 
superintendent or chief business officer, are likely to be 
best informed about the accounting issues these 
questions raise. 





Has This Budget Been Officially Adopted Yet? 



In any district in Uie countiy, you should be able to 
obtain a copy of the school budget from your school 
district's central oflice. Before you begin to read the 
statement, check on its status. 

In most districts, the budget ^option process involve s a 
number of steps: 

L District administrators analyse needs and aisls, set 
policies for the coming year, and draft a proposed 
budget 

2* District administrators discuss their proposal with 
the school board in one or more meetings. 

3. District administrators publish a proposed budget, 
which is made available for public study. 

4. The school board holds one or more public hearings 
at which they receive comments from citizens on 
the proposed budget. 

5. TTic school board adopts an official budget, based 
on the proposed budget but with amendments it 
deems necessary. 

6. In some districts, the school board vote is the final 
decision. In other districts, the budget must then be 
approved by elected officials or a voter rofenendum. 
Districts vary in their solutions when a budget 
adopted by the school board i? rejected at the next 
step in the process, 

7. A budget which has received final approval takes 
effect in the district 

The document you receive when you ask for "the 
budget" may be one which has received final approval 
and taken effect Or it may be only a proposed budget 
which the school board has not yet voted on. Expending 
on the process in your district, even if the board has 
voted, there may be another step that has to lake place 
before the budget is officially adopted. 



10 




Questions To Ask District Officials 

Hwi the school board voted on this budget? If not, when 
are they scheduled to do so? 

If the board has voted, is that the final decision before 
the budget goes into effect? If other steps are needed, 
what are they and wf^n wiU they take place? 

If this budget statement is already in fffect. when will 
the proposed budget for next year be made available to 
the public? 

What Fiscal Year Does This Budget Govern? 

Your first step in reviewing the budget siaiemcnt is to 
determine the exact period it is meant to govern. Most 
school districts budget for one liscal year at a time. 

A fiscal year is a 12-monlh period which may begin on 
any day ot the calendar year, and it is usually identified 
by the year in which it ends. For instance. Smiihficld 
School District's fiscal year 1990 may begin on July 1. 
1989, and run until June 30, 1990. Schoolville may use 
a slighUy different fiscal year, running September ! to 
August 31 each year. Most budgets will list iheir 
sianing dates on the front cover or a title page. 

School districts commonly select fiscal years to 
coincide with their school years, resulting in fiscal years 
starting in June, July, or August. Once a fiscal year 
starting date is chosen, it should only be changed for 
good reason, because the switch will make 
recordkeeping and comparisons between ytat^ more 
difficult. 

Accounting Funds: 

Their Purposes and Presentation 

Many districts divide their budgets into a numter of 
separate "funds." You will need to understand the funds 
your district uses in order to read the rest of the budget 
accurately. 
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W^y Separate accounting fonds are useful when some money 

ttceounUng available to the district can only be ua^d for certain 
fund^ ere specified purposes. These limitations usually are 
" impoa^l by the source providing the money. For 

instance, the State government may require that a 
certain portion of State aid be used only for textbookr. 
and another portion only for school nurses. 

By keeping ^parate records of the revenues subject to 
such limits and the expenditures which fit those limits, 
the disiria can show that it has followed the limitations 
properly. The resulting records resemble those a family 
might create if it kept sepai-ate bank accounts for rent, 
for food, and for taxes; separate ledger entries show 
deposits of amounts earmariced for each and amounts 
withdrawn for the proper puipose. A school district may 
not actually have separate bank accounts for each 
accounting fund, but it Keeps track of the different 
dollars as rigorously as if it did. 



How funds 
maybe 
shown in 
the budget 
tobies 



The different funds may be shown in the budget 
statement in several ways. First, the statement may 
include a different table for each fund, showing its 
estimated starting balance, expected revenues, planned 
expenditures, and resulting final balance. 

Alternatively, each fund may appear as a column on a 
single laigc table. A revenue table of this sort, for 
instance, could allow the reader to see at a glance the 
money coming from each source and going into each 
fund. 

A thira possibility is that some funds may not be shown. 
For example, the district budget statement may show all 
funds used in regular operations, but not funds used for 
major capital investments such as new buildings or 
private donations designated for scholarships. 
Detennining whether all fimds are shown in the budget 
statement is an important firet step in understanding 
district finances; if not. you may have to obtain other 
documents to get a complete picture. 
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Districts usually account for most of their revenut und 
expenditures in a lai^c general ftind or operating 
fund. Most dollars in such furels can be used for all 
educational purposes, tHit some districts do list revenues 
subject to spending limits here. 

Separate accounting funds are commonly used for 
capital projects and debt sa-vice. School districts 
often use a special tax or a bond issue to pay for new 
buildings, major building additions, and large pieces of 
permanent equi^ent One fund may be used for the 
money receivwl from bond sales, and another, to 
account for moiicy collect under a special tax to pay 
off those bonds. (Even if r. sjxjcial debt service tax is 
not collected, bond holders generally have a lien on 
district revenues, entitling them to receive scheduled 
payment? before any other expenditure can be made.) 

Trust or agency funds may also be used. Some districts 
act as the agem for student groups which hold 
fund-raisers, or as the trustee of a scholarship fund 
given by a private individual or a grant from a 
corporation to aid a particular schtx)!. This money also 
has legal limits on bow it may be used and so is 
properly accounted for in a separate ftind. 

Enterprise and Internal ^rvice fusads may also be 
used to help the district separate out a particular 
activity. An enterprise fund might be used to make sure 
that services which closely resemble separate 
businesses — such as food services or a sports facility 
rented out to community groups — cover their own 
costs. 

An internal service fund might be used to promote 
accountability for a service used by many parts of the 
school system. For instance, if all schools use a central 
print shop, each one might be allocated a fixed sum for 
printing and be required to "pay" the print shop for each 
printing order. By mainuining an internal print shop 
fund, the district can trace printing use by each school 
and, if desired, require the print shop to cover its costs 
out of those transferred dollars. 

When a fund is set up for strictly internal reasons, the 
limits on its use remain within the district's discretion. 
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Unlike rcsiriciions imposed by tim Federal or the Slate 
government or by private donors^ there self-imposed 
rules can be revised by district officials. 

To determine the purpose and limitations on each hind 
used in a particular district, you may want to consult the 
district's system of accounts. This syste^n should set 
forth in a book organized like a dictionary, allowing one 
to lcK}k up each fund and see what is properly included 
there; there will also be entries for revenue and 
expenditure categories. Some district budget statements 
may also include an explanation of the funds used. 



Questions To Ask District Officials 

Ate there restrictions on the uses of some dollars 
included in the general fund? What are the amounts 
subject to each such restriction? 

What are the restrictions on the other funds shown in 
the budget statement? 

Who imposed the restrictions on each fund? Which 
restrictions are subject to change by the school board 
or other local officials? 

Are all funds maintained by the district shown in this 
budget statement? If not. where can information on 
those other funds be obtained? 

Estimated Beginning Balance 

Once you see how accounting funds arc used in a 
line-item budget, the first actual number to look for is 
the district*s estimated beginning balance for the year in 
question. If you are looking at a proposed budget for 
next fiscal year, the beginning balance will be the 
money the district expects to have left over when the 
current fiscal year ends. 

The expected balance may appear in a number of places 
in a budget statement (illustration 1). It may be listed as 
the first item in a summary chart or immediately after 
the figure for total revenue If the budget is segregated 
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Illustration 1. 

The beginning balance may appear at 0te top of a summary table: 

Sample ufole 1: Summary of all funds 

FY 1990 FY 1989 

proposed revised 
budget budget 



Beginning balance 
Total revenues 
Total c^{x;nditures 

Ending balance 



$ 150,000 
5,750,000 
5.700,^ * ' 

$ 200,OOC 



$ 200,000 
5,500,000 
5.550.000 

$ 150,000 



Or at the top of a revenue table: 

Sample table 2: Total revenue by source and fund 





Total General 
revenue fund 


Capital 
projects 


Debt 
service 


Beginning balance 


$ 25,000 S 10,000 


s Sim 


$iO.0(K) 


Federal 
State 
Local tax 
Local bond issue 


25.000 15.000 
225.000 200.000 
75,000 30,000 
50.000 0 


4.000 
25.000 
0 

50,000 


6,000 
0 

45,000 
0 


Total 


$400,000 $255,000 


$84,000 


$61,000 


Or mar the bottom: 










Sample table 3: Revenues 




Expected 
1989-90 


Estimated 
1988-89 




Actual 
1987-88 


State $ 54.000,000 
Federal 300,000 
County 55.000.000 


$ 45.300,000 
300.000 
55.300.000 


$ 52.900.000 
300.000 
55,200.000 


Total 








revenue 109,300,000 


100,9{X),000 


108,400,000 


Beginning 

balance 2.000.000 


10.000,000 




7,000.(XX) 



Revenue 
and 

balance $111,300,000 



$n0.9(X),000 



$115,400,000 
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into a number of funds, ihere may be separate balances 
listed for each fund. 



beginning balance may reflect developments the 
district did not anticipate in its planning for the current 
year. Unexpectedly high revenues, unusually low 
expenditures, or both, may prnduc^ a surplus. Likewise, 
a revenue shortfall or unexpecir-dly lugh expenditurcs 
can forc^ a distria to mn a defaU in the cunent fiscal 
year. Even if the district's original uudget was designed 
to produ^ a zero balance, these developments may 
produce a positive or negative beginning balance. 

The beginning bal^ice may also include money the 
district planned to have on hand, either as a rese^? for 
contingencies or as woricing capital. Working capiuil r> 
used when expenditures have to be made before 
revenue is received For instance, if State support for 
teachers* salaries will not be received imlil February, 
working capital can allow the district to Issue 
paychecks starting in September. Districts which cannot 
maintain a balance of working capital may have io 
postpone payments or lake out short-term loans to tide 
them over 



In principle, determining this balance is a simple matter 
By the time the district publishes its budget piDposal for 
a new fiscal year, it has received much of its revenue 
and made many of its expenditures for the fiscal year in 
progress, and it knows most of the factors which will 
determine remaining receipts and spending. However, 
vwo accounting questions need to be answered in order 
to determine just what the balance involves. 

First, one needs to know the basis of accounting thai 
has been used. A basis of accounting is a policy 
determining when revenues and expenditures are 
counted as made. One possibility is to count revenues 
whti. they are actually received and expenditures only 
when payments are actually made; this is called a cash 
basis. Another possibility counts both earlier, for 
instance, local tax revenues may be entered on the 
books as soon as bills are sent to taxpayers, and 
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expenditures may be rerarded when goods are received, 
even if payment is not due yet. This latter system, called 
an accrual basis, allows district records to show 
payments as soon as an event occurs which makes it 
clear that the payment will be needed in the future. 

You probably use a cash basis in your household 
checkbook, listing deposits when you make them and 
recording checks as you actually write them. As a 
result, le cash basis of accounting may seem more 
natural than the accrual system. 

On the other hand, you may also be using an informal 
accrual system wirhout knowing it Do you keep a 
running tot^l m your mind of paychecks about to be 
received and major bills about to comz due? For 
instance when deciding whether to buy the new coat 
you've just tried on, would you think ahead to next 
month's house and car payments and count the days 
until you next get paid? In essence, an accrual basis of 
accounting is simply a more thorough and formal way 
of keeping the same sort of list 

Whichever basis of accounting a district uses, it needs 
to be consistent in order to keep revenues and 
expenditures synchronized. Problems arise, for 
example, if revenues are counted on ari accmal basis 
while expenditures are record«l on a cash basis. 
Records kept this way give a misleading impression, 
because they show dollars the district expects to receive 
but do not show the bills that money must pay. This 
practice makes the district look better off than it 
actually is and can create a temptation to overspend. 
The opposite practice — revenues on a cash b ^sis 
combined with expenditure accrual — may lead to 
excessively conservative spending and a failure to use 
all the resources actually available. In addition to 
distorting the beginning balance figure, such 
inconsistencies can result in misleading statements of 
expected revenue, planned expenditures, and the ending 
balance for the fiscal year a budget statement covers. 

The second accounting question regards the use of 
encumbrances. An encumbrance is an accounting 
practice by which money is set aside to be used to pay 



for a specific item. For inaana, when the district issues 
a {HirdiaiK order for new texdx)oks, it may be wise to 
encumber the dollars that will be needed to pay for 
those books once they arrive. Encumbrances assure that 
the money will be kept available. 

If encumbrances are us^ to COTraiit dollars available in 
01^ year to spending for items that will be used in a 
later year, they can create confusion. The encumbered 
moi^y may not be include in the budget statement's 
beginning balance, even though it will be used to cover 
expenses during the coming fiscal year. If so, the budget 
statement may give an incomplete picture of available 
resources. 

This does not mean !hat encumbrances then selves are a 
bad thing. On the contfary, they are a useful tool for 
making sure that needol dollars are kept available for 
plamied sp^nciing. Encumbrances used within a single 
fiscal year have no effect at all on the budget. The only 
concern you should have is thm if encumbered money 
from one fiscal year is used to meet needs in the next 
fiscal year, it should be possible for citizens to 
understand where that money will go. 

QuesOons To Ask District Officials 

How corfident is the cUstrict cf this estimated beginning 
balance? Are there major expenditures which may still 
change between now and the start of the new fiscal 
year? Are major revenue changes still a possibility? 

How much of this balance was planned? Why was it 
thought necessary? 

How much of this balance was unanticipated, and what 
unexpected factors led to its creation? 

W^iat basis of accounting w is used to determine the 
beginning balance? Was the same basis used for all 
revenues and all expenditures? 

Does the district intend to encumber dollars available 
during the current fiscal year to cover needs for next 
year? If so, haw much money will be encumbered, arui 
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how will it be used? Are ifwse sums included in the 
beginning balance shown in the proposed budget? 



Expected Revenues 

The second key set of numbers in the budget tables is 
the statement of expected revenues — the dollars the 
district expects to receive from each major source. 



Separation SchcK)! districts receive money from the Federal, State, 
by soune and sometimes cx)unty or parish government and raise 
their own funds thix)ugh oite or more lcK:al taxes and by 
selling bonds. In addition, some districts charge fees for 
meals, for of sports facilities, or for other services 
they provide. Others may receive funds from sales of 
assets, insurance settlements, private donations, or other 
sources. In some districts, there may also be money 
given by private donors and held in trust for special 
pur{X)ses, such as scholarships or prizes, and money 
raised by student groups for their own activities but 
held for ihem by the district. 

In presenting exf^cted revenues, districts will use a 
separate lir^ for each source (illustration 2), Where one 
source provides several different types of money, 
several lines may be used for each type of aid. For 
instance. State assistance may include dollars 
specifically designated for educating children witfi 
special needs, library books, school nurses, or other 
items that State legislators have given special priority. 
There may well be a line for a lump sum provided by 
the State for general educational purposes, under a title 
such as "general State aid," "foundation grant," or 
"equalizaiioii program." As in the case of funds, the 
district's written system of accounts should provide 
more detail on what is included on each such revenue 
line* 



Revenues Bear in mind that the budget statement shows revenues 

shown are the district expects to receive. At the time such 

expected statements an? prepared, the district rarely knows these 
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Illustration 2. 

Revenues may be displayed on a separate table for each fund: 

Sample ubie 4: General fund 

FY 1990 FY 1QS9 

proposed revised 
budget biuiget 



Revenue 



Stace 



Handicapped S 25,000 $ 25,000 

Chapter 1 200,000 150.000 

Foundation 2.550.000 2.100.000 

Nurse pfogram 50.(KV.» 50 000 

Library support 25.00C 25!000 
Local 

(property tax) 2 4(X),000 2.650.000 

Total revenue $5,250,000 $5,000,000 



Sample table S: IVansportation fund 

FY 1990 FY 1989 

proposed revbed 

budget budget 



Revenues 
State 

Pupil transport $175,000 $75,000 

Local 

Motor vehicles 25.000 10.000 

Total revenues $200,000 $85,000 



Or funds and sources may be cross-listed in a single table: 
Sample tabif 6: Total revenue by source and fund 





Total 

revenue 


General 
projects 


Capital 
projects 


Debt 

service 


Beginning baJ:.nce 


S 25.000 


$ 10.000 


$ 5.000 


$10,000 


Federal 
State 

Local m 
Local tK)tid issue 


25,000 
225,000 
75.000 
50,000 


15,000 
200,000 
30,000 
0 


4.000 
25.000 
0 

50,000 


6,000 
0 

45.000 
0 


Total 


$400,000 


$255,000 


$84,000 


$61,000 



o 
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figures wiih full certainty. State and Federal funding 
will depend on legislative actions which often have not 
yet been taken, and bond sales or various fees may not 
turn out as the district projects. 

In addiiion, the local tax revenue portion of the budget 
depends on the tmdget being approved by the school 
board or by whatever otl^jr local body is responsible for 
setting education-related tax rates. When district 
administrators submit their propose budget, in effeci. 
they are requesting approval of local taxes to cover all 
expenditures not paid for by revenue from other sources. 

Local tax revenues may also be altered by change in the 
lax base to which any given tax rate is applied. For 
instance, an increase in commercial activity can raise 
revenues in a district using a sales tax. i major business 
bankruptcy may leave property taxes unpaid in a district 
counting on those revenues. 

In most years, district officials can be fairly confident 
of their revenue projections. However, if a major 
economic or political change occurs in the district, 
State, or Nation, substantial amendments may be 
needed after the budget is adopted. Citizens may want 
to ask district officials how reliable they consider their 
revenue estimates for the upcoming fiscal year. 

Questions To Ask Dhirict Officials 

How confident is the district of its revenue estimates? 

Have the State and Federal governments made final 
decisions on their contributions? 

/ n past years, has our State rescinded aid after it was 
originally offered? Might that happen this year? 

Are there reasons to suspect that the local tax base may 
change significantly? 

What local tax rates will be needed to fund this budget? 
Who has the authority to approve those rates? Is it the 
school board, the city council, the citizens of the town, 
or someone else? 
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What will the disO'ict dotfthe requested heal taxes are 
not approved? 

What will the district do other elements ef revenue do 
not come through as expected? 

Planned Expenditures 

The expenditure plan is usually the most detailed 
portion of the budget asid also the portion in which there 
is the widest variety from oitt district to another in how 
infonnation is organized aiul presented. 



Each district divides its expenditures into a number of 
categories. In some States, there are statewide 
regulations on tl^ categories to be used or standard 
forms listing the terms lo be usal, while in others these 
decisions are left to local discretion. 

Many districts c^egorize expenditures in temis of 
functions and objects (illustration 3). 

Functions are broad categories of puiposes to be served 
by spending. Examples of functions might be 
"instruction," "suRJort services," "debt servio;." and 
"facilities acquisition." 

Object categories identify spaJfic things to be paid for, 
such as "personnel salaries," "purchased services," or 
"materials and supplies." Any given expenditure is 
counted both by its function and by its objea. 



The expenditure section of the budget shows the 
district's planned spending pattern. Bear in mind, 
however, that the^ plans are subject to change for a 
number of reasons. Prices may rise or fall. The number 
of students weeding to be served may not quite match 
the district's projections. Unusual weather can 
dramatically affea utility bills, or there may be 
emergency maintenance needs at one or more buildings. 

Collective bargaining agreements are another major 
soui-ce of expenditure uncertainty in some districts in 
some years. If negotiations with one or more personnel 
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expenditure 
categories 



Expenditures 
shown are 
planned 




Illustration 3. 

/r litis expenditure tatle^ the same objects appear under each function 
heading: 



Sample tabtc 7: General fund 

FY 1990 FY 19S9 

proposed actual 

budget hudget 



Instniction 



Salaries 
Benenis 

Purchased services 

Supplies 

Property 



$2,550,000 
200.000 
50.000 
1(X).000 
300.000 



$2,350,000 
200,000 
50,000 
150,000 
300,000 



Total irjstruciion 



3,200,000 



3,050.000 



Support 

Salaries 

Benefits 

Purcha^ 

Supplies 

Property 

Total suppon 



1.100,000 
100,000 

ser^-iccs 150,000 
100,000 
150,000 

1.600,000 



CKXl.OOO 
100.000 
50,000 
150.000 
100.000 

1.300.000 



N<»ninstruciional services 

Salaries 50.(KX) 100.000 

Benefits 5,(X)0 10.000 

Supplies 15,000 30,000 

Property 40,000 50,000 

Total noninstructional 110,000 190,000 



Facilities 

Salaries 
Benefits 
Supplies 
Profwrty 

Total facilities 



150,000 
15,000 
200.000 
135.000 

500.000 



120,000 
I2,m 

120,000 
48,000 

300,000 



Total expenditures $5,410,000 $4,840,000 

3 
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Illustration 3 (continued). 

tn contrast, this expenditure table cross-lists Junctions and objects. 
This makes it easier to find totals for each object, but leaves no room 
for data from a prevhus budget: 

Sample (able 8: General fund expenditures by function and object 
Pfrsonnel 

Supplies 

, ^ . Purchased and Capital 

total Salaries Benefits "wrvices materiat outlay 



Instrucuon S200.000 S150.000 S40.00C $5,000 $ 4.000 Sl.tXK) 
Support 

services 60,000 40,000 10,000 0 10.000 0 

Non- 
instructional 

services 5.0(K) 3,000 1,000 1,000 0 0 

O^x^tions 
and 

maintenance 10.000 7.000 1.000 1.0(K) 0 1.000 
Facilities 

consuiiciion 2,000 1,000 0 0 0 l.CKK) 

Totals S277.00O S201.000 S52.000 $7,000 $14,000 $3,000 
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unions an? going on when a budget is drafted, the 
dislrict cannot project the salaries, benefits, and other 
exfKrnses that may result from the final settlement. 
Moreover, as a matter of bargaining strategy district 
administrators may not wish to state in the proposed 
budget the amount they are willing to offer. As a result, 
in years when contracts are being renegotiated, a district 
may deliberately adopt an initial budget holding these 
expenses to current levels, even though later 
agreements may raise the expenses and lequiie major 
budget amendments. 

Districts also vary iu the level of legal control the 
school board exerts through the adopted budget. In 
some districts, administrators have the authority to 
transfer dollars from one object to another within a 
particular function or to make some other types of 
changes without consulting the school board. Only 
; ho.se elements which arc not subject to such 
administrative changes are legally binding. 



Other 

possible 

fatmaisfor 

presenting 

expenditures 



While a line-item budget featuring a function and object 
presentation of expenditures is the most common 
budget format, it is certainly not the only possibility. 
Some experts have proposed alternatives they believe 
would provide moie u^ful infonnation. Based on these 
proposals, some districts now publish an additional 
document showing spending plans in a different fonmat. 

A program budget statement is the most common 
alternative formal. In this type of statement, fund 
accounting is still used and revenues are accounted for 
by source. Expenditures and revenues, however, are 
presented according to major activities called programs. 
For instance, a program budget might identify 
separately its spending on the regular elementary and 
secondary program, on special programs for learning 
disabled and gifted children, and on noninstructional 
programs, including transportation and food service. 
Readers of these documents may need to check the 
district *s system of accounts to leam what each program 
includes. 
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A schtKjl-levd budget stateimnt, identifying all 
resources available to an individual school is rarer. In 
reviewing such statements, ask how staff costs arc 
deteraiined; they may be pre^nted using districtwide 
averages rather than actual figures. Similaiiy, check 
whether central office costs are divided among 
individual schools and. if so, how this is done. 

Such alternative statements, if available in your district, 
should include the same jforts of beginning balances, 
expected revenues, and .ing balances as are found in 
a standard line-item format. 



Questions To Ask Distrki Offickis 

What items are included under the "instruction" 
function (or my other function or object}? 

Which expenditiue items are subject to being altered by 
current collective bargaining negotiations? 

How did the district determine tfie proposed spending 
on instructional salaries (or any other item) for the 
coming fiscal year? 

What is the legal level of control entailed in this 
budget? Thai is. what alterations can be made in this 
plan without a budget amendment enacted by the school 
board? 



Planned Ending Balance 

Finally, most school budgets will show the expected 
balance at the end of the year. 

Some school districts are legally required to develop a 
budget in which the ending balance will be zero. Oihcre 
are pcmiitted to plan lo have some money left over. 
This remaining balance may be used as a reserve for 
contingencies or as working capital. 

Where legally pemiitted, maintaining some reserves for 
contingencies or working capital may be pnidcni. Of 
course, excessive reserves keep dollar.s idle when they 
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lUustration 4. 

The ending bakiace may be shown an a summary tabk: 
Sainpte tabte 9: Summary of aU foods 

FY 1990 FY 1989 

budget budget 



Beginning balance 
Total revenues 
Total expenditures 
Ending balance 



S 250.000 
5,625.000 
5,700.000 

$ 175,000 



$ 150.000 
5,150.000 
5,000.000 

$ 300.01 



Or it may appear ai the bottom of ai2 expenditure table: 

Sampte table 10: Expenditures 



Proposed 

1989-90 



F^timated 

1988-89 



Actual 
1987-SS 



General control 
Instnicuonal 
Operation of plant 
Self-insurance 



$ 1.000.000 
87.000.000 
11,000.000 
12,000,000 



Unappropriated re venue 



$ 1,000.000 
87.000,000 
11,000,000 
1 1. 000.000 
2.000.350 



$ 1,000.000 
83.000,000 
10.OOU.000 
9.000.0(X) 
£.000.000 



Total expenditures Sill .(KX),000 



$li2.000350 $111,000,000 



Or it may be omitted entirely if planned expenditures wM exhaust all 
expected revenues plus the beginning balance. 
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couid be used to improve needed services or to reduce 
taxes. 

The district's projected ^ding balance may appear on a 
summary page or in ^paiate diarts for eadi fund 
(illustration 4). It may be called "unaj^ropriated 
revenue," or "unappropriated fund balance." In some 
budgets, planned expenditures ftx)m a gweral fund may 
exhaust all dollars available from the beginning balance 
and expKJted revenues. If this is so, there may be no 
separate lii^ stating that the ending balance will be 
zero, but in fact all money availirt)le in that fiind is 
accounted for. If planned spending will not use up the 
beginning balance plus expected revenue, there 
definitely should be a line identif>ing the ex|K!cted 
ending balance. 



Questions To Ask District Officials 

Is the district legally required to plan in its budget to 
reach a zero balance for all its fiinds? For certain 
particular funds? 

How did the district determine the desirable ending 
balance? 

If an ending surplus is projected, how will those dollars 
be used in subsequent years? 

Data from Previous Years 

Line-item budget statements may also present data on 
past years to be used for comparative poiposes. 

There may be information on previous budgets, perhaps 
for the current fiscal year and the one immediately 
passed. This information allows the reader to identify 
quickly any increases or decreases in planned 
expenditures. In some cases, these budget figures come 
from Uie district's original budget, while others use a 
revised budget showing amendments authorized during 
the year. 
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There may aim be information on actual, as opposed to 
budgeted, expenditures. For tte fiscal year which is 
still in piogress, these may only be estimated figures. 

HK^se columns are designed to help the reader sec 
trends in district spending. As you review tfK)se trends, 
you may find yourself wondering just what they 
involve- For instance, if the district plans to spend more 
on instructional salaries, you may want to ask if 
existing teact^rs are to receive raises, new teachei^ are 
to be himi, or both. If maintenance costs have stayed 
the same for several years, that may indicate tight 
management, or it may mean needed work has rK)t been 
done. In some fields — ^such as computer purchases — 
there may be gCKHl reason to expect costs to be going 
down, and you may want to question even a budget that 
Slays constant. 

Questions To Ask District Offtcials 

What is the basis for projecting that State foundation 
aid (or revenue from any other source) will be higher 
next fiscal year than it has been this year? 

How did the district decide to spend mare next year on 
instructional personnel salaries (or any other item} 
than it did during this fiscal year? How will the 
additonal chllars be used? 

Will next year's utility bills (or the cost of any other 
item) really be as high as this year's — or could this cost 
be reduced? 

Has the district's total pi^il enrollment been declining? 
If so, why have costs been increasing? 
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Widening Your Exploration 

Tlie disiricrs line-item budget is suns to answer some 
questions and raise others. This action offere strategies 
for finding answers to some of those additional 
questions. Specifically, it discusses how to find out: 

m how resources get allocated to individual schools; 

• how district spending has changed in recent years; 
and 

• how your district's expenditures compare with 
spending in other districts and institutions. 

Depending on the issues that concem you most and the 
time you have to invest in research, l(K)king into each of 
these items will move you closer to a complete picture 
of your district's financial situation. 

Allocation of Budgeted Resources 
to Particular Schools 

Many citizens begin their interest in school finances 
wiih a concem about a particular school, often the one 
in their own neighborhocK! or the one their own children 
attend. If this is your primary interest, you may have 
found the discussion of the line-item budget statement 
frustrating, because most such statements do not talk 
about individual schools. 

As a matter of fact, only a small minority of districts 
publish inform^on on what particular schools will 
receive. Instead, most sch(K)l budget statements show 
only districtwide figures, even though those figures 
may have been developed based on estimates of reeds 
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at each school. Once they receive an approved budget, 
the superintendent and other district administrators 
aUocate the resulting resources to individual school 
sites. 

As a resxilt, citizens concerned about spending on 
particular h^.v^ will newl to seek out the officials 
responsible tor such allocations. If you plan to look into 
this subject, it may be helpfiii to be familiar with 
allocation formulas, which are the most common 
technique used to decide what resources a school will 
receive. 



In most districts, important resources are assigned to 
schools using mathematical formulas. What a school 
receives will depend on a few basic numbers, such as 
number of students and size of building. These numbers 
are plugged into the official fonnulas to allocate 
teachere, administrators, support staff, books, supplies, 
and other major resources. 

Allocation of teachers. Teachers will usually be 
allocated according to the number of students expected 
to enroll in a particular schcx)! and aca)nJing to the 
class size the district seeks for that level of school. Total 
enrollment, divided by desired class size, will produce 
total leachers allocated to a school. 

Typically, the allowed class size is smaller at the 
secondary level than at the elementary level. For 
example, a district central office may allocate one 
teaching position for each 25 students at a high school 
and one teacher position for each 28 students at an 
elementary school. Thus, a high school of 1.500 will 
then receive regular classnK)m teaching positions, 
while an elementary school of 700 will receive 25. 

These allocations, like other personnel allocations, may 
be counted in numbers of "full-time equivalencies" or 
"FTEs." When part-time staff are used, or a single 
person splits work between several buildings, the 
building is listed as having a fraction of an PTE. The 
FTE count gives a more precise sense of how a school 
is staffed than a statement which counts fulMimc and 
part-time staff equally. 
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All(K:ation of oth^ perwnnel. Some other positions 
are al^ likely to be allm^ated aca)nding to number of 
students. A vic^ principal may be assigned for every 
SOO students. Librarians, cledcs, depanm»it chairs, 
social workers, aiKl on may be assigi^ on the same 
basis. 

Some other positions may dep^ on other factors, such 
as building si^. Cusu^ans may be allocated based on 
size of the facilities, and gardener may be a ftmction of 
total square footage around the school building. 

Allocation of materials. Many school supplies will be 
aSi(K&t&l on a per-pupil basis. Thus, the textbooks, 
chalk, pai^r, science materials, and student woilcbooks 
may be a? signed based on exp^ted enioUment 
Alternatively, the school may be allcK:ated a dollar 
amount per pupil to cover these ccms, giving the 
principal or teachere some discretion about just which 
items to procure. 

Exceptions to the formulas. Most districts are quite 
firm about using these formulas, because they are seen 
as essential to equity among scha)ls. 

The district may make exceptions to provide a 
minimum level of staffing for a small sctewl. For 
instance, even if ti^ standard formula allows a 
counselor for every 100 students, a school may receive 
one counselor even if it only has 500 students. 

Exceptions may also be allowed vt ik'^n a school faces 
clearly unusual circumstances. For example, a school 
may have a good case for an additional teacher or 
counselor if it receives a sudden influx of students who 
do not speak English. 

Centralized services. Some items in the budget will 
not be allocated to individual sch(X)l sites. Some 
functions are actually provided at the district level, such 
as legal services and business operations; in these cases 
there really are not separate personnel or resources that 
could be meaningfully divided into fractions going to 
each school site. Some other functions serve two or 
more schools— such as transportation or a district 
maintenance office — and these may also be organized 
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centrally. Deluding upon dislria practice, a greater or 
les^r amount of tte total budget will be held cxntrally. 
its allocation determine by districtwide administrators. 



Differences 
in resources 
suppttedio 

schools 
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Most districts have a clew^ policy of trying to provide 
equal education to all students* However, very few 
districts end up providing equal resources to each 
schooL 

The most important reason why two sch(K)ls with 
similar enrollments may r^eive very different dollar 
allocations is the teacher ^nlority riystem. In the first 
pl^K^ tl^ salaries and bei^flts teachers receive arc 
usually determined by their s^ority and th^ir training. 
TTie highest paid teachers will gemndly ^ c paid about 
twice as much as tte lowest entry-level tcadiers. In the 
secx)nd place, senior teachers usually are given special 
say in where they are assign^. If the senior teachers, 
with the highest salaries, all prefer a given school, they 
can create a situation in which total expenditures for 
that school are far higher than they arc at a school with 
many newer teachers. 

Some unequal allocations to schools may also result 
from eHbrts to provide equal service to all students. 
For example, in a diverse community, one ^hool may 
draw a disproportionate number of students who need 
extra help in learning to read; the superintendent may 
assign more reading specialists to that school, or place a 
pilot program to improve reading skills in that school 
first. In some cases, these difference may even be 
legally required; for example. Federal money to assist 
disadvantaged students under tl^ Chapter 1 prog, am 
may only be spent on programs specifically for tho^ 
childrf^n, not on improving the program for all students 
enrolled. 

These differences can be built into the allocation 
formulas the district uses. For instance, a formula 
providing one extra reading specialist for every 200 
students reading below grade level will result in more 
resources going to a school where many children have 
reading difficulties than to one where most children arc 
doing well. 
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Central office administrators and financial officei^ are 
most likely to know about these fomiulas. The school 
boafd may rely on the superintendent and his staff to 
handle this maaer, and principals a^id teachei^ may not 
have had an oppoitunity to learn just how the decisions 
are made. 

Some district »iministrators worry that citizens will 
rej^t their reasons for differences in the rcsovrc^s 
allocated to particulsu* schools, even if tlM^ reasons are 
quite good ones. As a result, they try to avoid making 
the data public. U' ths officials you talk to seem to resist 
answering your questions, you may want to explain, 
first, that you undci'Stand that there can be good reasons 
for schools to receive unequal resources, and seoHid, 
that you want the data in order to evaluate for yourself 
tiie justifications for differences in your district. 

In addition to identifying the key formulas, you may 
want to review the data which will be used to a^ily 
those formulas. For instance, the district's prediction of 
how many students will enroll in a particular school 
next year will be us«l in the formulas for allocating 
teachers, books, and other significant resources. 

You may al^ wish to ask ^ut how much flexibility 
schools are given in the resources Jhey receive. Can a 
principal chooK whether her sctKX)! receives a 
computer program or a set of workb{K3ks of equal cost? 
Can an individual teacher decide which would be more 
helpful for his students? Can the teachers in a school 
elect to be paid for working additional hours with 
students instead of the school hiring, say, a second 
guidance counselor? Or are these decisions all settled at 
the district level? While some experts believe that 
uniformity is necessary for fairness, others have argued 
that if the value of the resources is similar, belter 
education can Ix; obtained by allowing each sch(X)l to 
decide exactly which items it can use best 

Finally, you may want to ask whether the district would 
consider issuing a school-level budget statement. 
Although it is still rare, a few disuicts have already 
begun to provide a statement which shows the resources 
each school will receive. If your district does decide to 
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(Hibli^ this type of budget, pay extra auention to how 
those statements treat staff costs and central office 
services. Staff costs may be based on districtwide 
averages rather than the salari^ and benefit? going to 
the employe actually at a particular school. Central 
office costs may be divided up among schools or shown 
on a separate chart, and it is important to Icnow just how 
they are treated in order to get a complete picture of 
how money is being used. 

Review of Past Expenditures 

You may 'Iso want to investigate how your district's 
spending patterns have changed in recent years. You 
may find that an area you suspected was underfunded 
has indeed been cut back three times in the last 5 years. 
Or you may discover that, while district officials have 
restrained spending in most areas, salaries and benefits 
in the central office have been growing rapidly. On the 
positive side, you may discover that the district is 
already in the process of realigning its priorities, with 
money being shifted each year toward classroom 
instruction and with supporting activities being 
carefully justified in terms of expense, benefit to 
students, and service to the community. 



The district's annual financial reports are a good place 
to start a review of past spending. These reports, 
prepared after each fiscal year ends, describe what was 
actually done with the district's money during that 
period. The tables used closely resemble those in a 
budget statement, except that where a budget gives 
projected figures, the financial report provides a picture 
of what was ultimately done. 

In addition, financial reports often offer infonnaiion on 
the district's assets. Usually, these entries will show the 
value of district assets at the start of the fiscal year 
covered and then identify the value of assets added 
during that year. 

The district's capital assets are resources which it can 
continue to use for a number of years — its buildings. 



Historical 

financial 

reports 




land, and reusaUe ^uipment. One caution: following 
the recommendation of acojunting authorities, many 
districts do tm list depredation for most assets when 
preparing thdr financial reports. As a result, wear and 
tear on older buildings may not be account&i for. On 
the other hand, neiti^r will enhanced value be shown; 
even if inflation, increased land prices or other factors 
have made a building worth more, only its original cost 
may be listed. 

In addition to capital assets, the assets reported in a 
financial report are likely to include cash, investments, 
accounts receivable, and inventory. 

Financial reports also have tlK advantage of having 
been audit«l by outside acojuntants before they are 
released. If the district has not followed generally 
accepted accounting practices, the auditors* opinion 
included in the financial report will explain what the 
district has done. 



Budgets for previous years can also be helpful. 
Comparing the budget adopted at the start of any year 
and a financial report prepared at the end may reveal 
significant changes. Some of the^ changes probably 
reflect budget amendment resolutions adopted hy the 
school board, while some of the smaller changes may 
have been within the discretionary power of the 
superintendent or another district official. 

In making thi j sort of comparison between budgeted 
and actual spenamg, be sure to use a copy of the 
original budget. Although many financial reports 
include a column of budget figures, these figures often 
come from a revised budget which already includes 
major amendments to the district's original plan for the 
fiscal year. 

In reviewing either financial reports or past budgets, 
you may warn to look for several things. Are there items 
which have risen rapidly in the last 5 years? Are there 
items which have not increased or which have been 
eliminated? Does a comparison between the original 
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bud^t and ths financial report for a single year reveal a 
major jump for a particular item? 

You may alas want to cha;k on trends which you 
suspea may be especially revealing. What has 
happened to teacl^r salaries over the past 20 years? Has 
the total figure increa^? Mas it increa^ as much as 
inflation? Has it increased or decreased as a percentage 
of total district spending? How about ^inistrative 
salaries, textbcK>ks, or utility bills? 

In this investigation, as in reading the current budget, 
you may find that [Hiblis}^ distria documents do not 
provide the details you want If you want specific 
information on an item which is not accounted for 
separately in tho^ documents, you may want to ask for 
figures from the distria 's aci^unting records. 

In keeping those records, sclmA districts often use an 
accounting system which tracks purchases and 
payments in considerable detail. For example, if the 
year-end financial report offers a single figure for 
"supplies and materials," there may well be more 
specific data behind that entry. In district ledgers, there 
may be specific codes used to identify payments for 
books, paper, chalk, and so cwt. In a computerized 
accounting system, even more detail^ data may be 
kept, peihaps distinguishing library bcK>ks firom 
classroom texts and woricbcK}ks. 

If a citizen is interest^ in expenditures for an item not 
separately identified in the financial report, a district 
business official may be able to retrieve that data on 
request Although there may be cases when finding the 
figure requested is burdensome, in other cases, 
especially with computerized recordkeeping, the 
desired data can be retrieved in a niatter of s^onds. 

Finally, you may want to take a little time to look at 
what has not changed. For instance, if the 
superintendent said 5 years ago that his top priority for 
high school education was to add i^ysics and chemistry 
courses, you should see an increase in the materials 
budget in order to supply diemistry and physics 
laboratories. If an expensive new computer was 
supposed to pay for itself in saved secretarial salaries 



and accountants* f^s, you should see the savings 
somewhere in the budget 

I>epending on what you find, you may want to follow 
up your investigation with another discussion with 
school tmrd members or district administrators, asking 
for explanations of trends that seem important. 

Comparisons with Other Districts ^dd Institutions 

To (X)m{^ete your assessment of your district's 
practices, you may want to compare your district's 
expenditures with spending in other ^ool districts and 
other institutions with similar nc^s. 

In looking at other school districts, the most infomiative 
comparisons may be with districts of similar size, with 
similar sources of funding, and with similar student 
needs. Because some costs vary from one pirt of the 
country to another, location should be considered in 
l(K>king for good parallels. 

In selecting districts, you may want to pick a few 
nearby districts with a similar student body and a 
similar tax base. District officials may be able to 
identify ^veral school systems that they use for their 
own comparisons. You may also be able to obtain data 
on comparable school districts from State government 
agencies or other research groups. Some school districts 
receive detailed comparative studies from private 
researchers on a subscription basis and may be able to 
make them available for citizen study. 

Statewide or nationwide averages can also be 
informative. One source you might look into is the 
National Center for Education Statistics* annual 
publication. The Condition of Education, which 
provides tables and discussions about a number of 
major educational utnds. For instance, the 1989 edition 
reports that public school ex|^nditures in 1986-87 
averaged $3,977 per pupil, excluding capital outlays, 
interest on school debt, and community service 
spending. If your district spends more than this, you 
may want to ask why. There may be specific costs that 
are unusually high or your district's extra spending may 
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support daring and valuable initiatives— or there may 
be problems that can and should be fix^. 

In any such compari^ms, don*t stop your investigation 
simply becau% your district is close to a Slate or 
national average. Remember ihdt local comlitions may 
pemiit lower expenditures or r^ire higl^r ones on 
some elements of education. Think critically about 
whether average spending is aj^ropriate given your 
district's specific cireumstano^s. 

Comparisons with higt^r education or private schools 
require additional care. A university invests in research, 
adding to its costs, while some private scho^ Is limit the 
type of students enrolled or the programs offered, 
allowing some savings not available to your district 
Nevertheless, the^ institutions may provide important 
bcnchmarics for thinking about public education. For 
instance, what would it cost to attract sc1kk)1 teachers 
with doctorates in history or chemistry, as local colleges 
do? Etoes the local parochial schcK)! manage to offer 
elementary schcx)! language instruction at lower cost 
and could the public school system leam from its 
techniques? 

For some specific services, comparisons to other 
institutions or businesses may be appropriate. How 
much dc^ a hospital spend per meal per pereon on its 
food service? What do local businesses spend on 
employee benefits as a percentage of employee 
salaries? Is photocopying in black Ink at the local 
printshop cheaper than tlK district's printer which 
provides blurry, purple a)pies? If the services provided 
are truly similar, these comparisons may idenufy 
important opportunities for savings. 
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Changing District Prior ides 

When you have completed your review of where money 
goes in your local schcK)! district, you may be impressed 
with what you find, or you may be disturbed. You may 
conclude that your district's spending plan is quite 
sound, reflecting policies which are well designed, 
efficiently implemented, and eff^tive at educating the 
district's children, and your efforts iy be at an end. 
On ihc other hand, if you have identic ed arc^ where 
you believe change is needed, you may find yourself at 
the beginning of a long-term involvement in the details 
of local government. 

If you arc dissatisfied, you will need to formulate a 
rcforai strategy. The ^proach you take, like the 
decision about which reforms to propose, is a judgment 
you must make for yourself. However, thei^ are three 
general principles that may help you in your efforts. 
First, develop a clear appreciation of the obstacles you 
may face. Second, make your proposals as clear and 
concrete as you can. Third, schedule your efforts at 
appropriate times during the budget cycle to maximize 
their impact. 

Understand the Obstacles 

You will be more effective if you begin with a realistic 
appraisal of the difficulties you may face. School 
systems, like any institution, tend to be attached to 
existing policies and averse to change. In Edition, 
some important forces may limit the ability of locai 
officials to act quickly even if they agree 
wholchean^ly with your suggestions. 
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First, they must pay off any district det«s. The creditors 
who have purcha^ district bonds have a legal right to 
be paid on schedule. Technically speaking, they are said 
tc have a lien on district revenues which entitles them to 
be paid before any other expenditures are made. 

Second, local officials must obey regulations attach«i 
to revenue from outside the district On average. State 
govcniments now provide about 50 pcn^nt of aU 
dollars spent on fmblic ^ucation, with wide vari^ons 
in the amount supplied in each .State, and the Federal 
Government supplies roughly 6 percent of annual 
spending on public education. Depending on what sort 
of strings are attached to this money, local officials may 
or may not be able to use it to make the changes you 
suggest If only local revenue can be used for the ideas 
you propose, refonn may be substantially more difficult. 

Third, local officials must abid'' by any coUective 
baigaining agreements made with their personnel. 
Salaries and benefit spending makes up more than 70 
percent of the average district's budget. Changes in 
these agreements must be negotiated with the affected 
unions. New contract talks may not be scheduled to take 
place for several years, and concessions in other 
elements of the contract may be needed to get 
agreement to reforms you have in mind. 

If your proposal does not run into any of these 
obstacles, it will probably still take a full year to get it 
included in the budget If you obtain the support of 
district adrainistratos^, they will need that time to build 
it into their next budget proposal. If they reject your 
suggestion, you will need at least that long to convince 
school board members to amend the budget that 
adminisu^tors submit. 

Most obstacles can be overcome hi time. If necessary, 
you can work to revise State and Federal laws as well as 
changing local policy. However, it wiU help sustain 
your commitment if you begin by realizing that you 
may be embarking on a project that will take a number 
of years. 
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Develop a Concrete Proposal for Improvement 



A ^cur.d factor that will add to yom chances of success 
is a clear statement of what you want done. 



First, you will waiit to specify just how priorities should 
change. An inciea^ emi^iasis on academic 
instniction, for instance, could take several forms. Do 
you think the top priority stK)uld be leo^ganizing the 
curriculum to focus more rigorously on fundamental 
knowledge? In iMidget terms, this mi^t only require 
allocating some initial fumiir^ to revise course 
offerings. Or should the focus be cn the teachers, and if 
so, should the budget change be increased salaries, 
hiring more teachers, or providing special training? 

Similarly, simply asserting that "frills" sirauld be cut 
will rarely give district officials a clear idea of what you 
want changed. Some citizens ^ driver education as 
providing a crucial survival skill, while odiers argue 
that this nonacademic item could rea^naUy be left to 
parents or privately paid instruaors. Some may s^ 
school plays as a luxury a financially stra(^)ed district 
cannot afford, while others them as an important 
chance to interest students in litera&ire aM teach 
responsibility, cooper^on, ami perseverance in 
long-tenm projects. Make ^ur own positions explicit. 

You may also want to bolster your proposal with 
examples of success elsewhere with similar changes. If 
your exploration of statewide spending on heating 
revealed substantially lower average expenditures, you 
may want to explain how those savings could be 
duplicated locally. Similariy, if you can point to ? 
neighboring district which has already taken the steps 
you would recommend to improve reading scores, that 
will make your proposal much easier to underetand. 

Etepemiing on your interest, you may also want to look 
for research and education reform proposals which 
address your concerns. Local research librarians or 
professors of education at a nearby university may be 
able to give you some starting suggestions for this type 
of study. 

^ , 35 

ERJC 42 



What 
precise 
changes do 
you 

recommend? 



How wUl Once you have spelled oul tte overall change in 
me budget priorities you want, you will also want to develop a 
be ejected? dear notion of how specific lines in a budget should be 

changed. You . ould be able to identify specific items 

to be cut or increased. 

If your ideas will require increased spending on some 
items, think about where the money can be found. 
Possibilities include reduced spending on lower priority 
activities; grants from the State or Federal 
Governments, local businesses, or philanthropic 
foundations; or an increase in local education taxes. 
Your proposal will be stronger if you can identify which 
of these should be used. 

As the introduction pointed out, one problem you will 
face in developing specific proposals is that the school 
board usually acts only a few w^ks after the proposed 
budget is published. You may not have much time to 
work through how next fiscal year's budget should be 
changed. One solution is to use this fiscal year's budget 
(the one adopted last year) as a aodcl. Since districts 
rarely make radical changes iii their key spending 
categories, you can develop a mock proposal based on 
the current budget and then make any needed revisions 
quickly when the new budget spears. 

Your plan should also fit into the legal constraints on 
district funds. It should comply v^th State and Federal 
regulations, with rules for each accounting fund you 
wish to draw on, and with the district's obligations 
under its labor contracts and debt agreements. 
Mastering all those restrictions could overwhelm most 
citizens, so you may want to develop a rough statement 
of your proposal and then ask the district's chief 
business officer to review it for difficulties. 

Make the Budge. Development Schedule Work for You 

Synchronize your efforts with your district's budgeting 
schedule. In many districts, planning for the next fiscal 
year begins as soon as the current budget is adopted, 
and your suggestions can be most effective if they fit 
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into that schedule. With each step of the budget process, 
you may want to make a different type of effort. 



Step I: In most districts, tlK? initiative in budget develojKnent is 

Budget taken by a top executive — usually either the 

development superintendent or the chief business officer Under that 
executive's leadership, district emi^oyees assigned to 
budget development spend most of a year gathering 
data and sela:ting among available options. Their fmal 
product is a completed proposed budget that is 
suDmitted to the school board, which makes any 
amendments it deems necessE^y and then approves a 
final budget 

At this stage, you may want to talk to the 
superintendent and other leaders in the budgeting 
process. If they are convinced by your proposal, they 
can build it into their own plans. This endorsement will 
greatly enhance your chances of success, 

TTiis discussion should be helpful even if they reject 
your suggestions. First, you will have a chance to hear 
and consider their arguments. They may be able to point 
out sir^nEihs in the current plan that you had not 
considered. Second, if you decide to pursue your 
proposal further, you will know that you face a struggle 
to convince the school board Uiat the proposed budget 
should be amended. Knowing the objections of district 
administrators w;il help you sharpen your case and 
organize support for your ideas. 

Two informative documents may also be available eariy 
in the budget development process. First, the disuict 
may develop an assumption statement, setting forth 
key assumptions and formulas to be used in budget 
development. Second, some school districts publish a 
calendar of major steps in their budget development 
process. If the district does not publish a calendar, the 
district executive in charge of budget development may 
be able to provide an approximate statement of his or 
her planned timetable. 

During this period of budget development, you may 
also want to make initial contact with school board 
members. If you expect the proposed budget will 
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include the changes you support, you can let board 
^ members know that you consider those changes 

important. If you believe the budget proposal will need 
to be amended, you can present your arguments to 
board member and ask for their support. 

J Finally, this is ihc time to build wider support for your 

proposals. You may want to consider letters to the local 
paper, prescntaUons to ciUzen groups, petition drives, or 
other techniques to broaden awareness of the issues and 
demonstrate to district officials that your concerns art; 
widely shared. 



Step 2: 
Presentation 
to the 

school board 



The proposed budget, or a summary of its major 
elements, is usually presented to the school board days 
or weeks before it is ofilcially released to the general 
public. In some districts, board policy may ask board 
members not to discuss this initial briefing, but in other 
places board members arc free to discuss what they 
have heard. 

This is a good point for a followup visit to school board 
members. Even if they are not at liberty to share the 
details of the budget, they ar^ likely to be thinking 
about concrete spending plans and may be ready to 
listen more closely to suggestions for change. 



Step 3: 
Publication 



Before a budget can be ofllcially adopted, it must be 
published and made available for citizen review. This 
publication usually occurs relatively late in the budget 
process, leaving only a few weeks for you to read it, ask 
questions, and propose changes. As already noted, this 
tight schedule for studying next year's budget is one 
reason to review the current year's budget closely. You 
will also want to be sure you get the proposed budget as 
soon as it is printed. Copies of the budget may be 
available for review at the district office before they are 
distributed. Some districts will also mail copies to 
citizens upon request: it may be possible to put your 
name on a mailing list to obtain an early copy. 
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The school board usually holds one or more public 
f^arings, at which it solicits citizen comnients on the 
proposed budget. Such me^ngs provide the single best 
oi^rtunity to ask questions and proper chan^ in a 
public fomm, and board memtKsrs may use them to 
gauge wiiether citizens are ^^enuiiwly a>ncemed about 
elements of the budget 

Accordingly, you probably will want to aj^ar at the 
hearing and make a statement. However, your efforts 
there will be most effeaive if your concerns aro already 
familiar to the board. If you have multiple, complex, or 
detailed questions to ask, it may be better to talk to 
district officials or board members several days before 
the public hearing. These eariy conversations allow 
time to look into questions which cannot be answered 
immediately. Similarly, if you want specific dollars cut 
from an activity, added to it, or transferred from one 
activity to another, you may want to give board 
members your proposal in writing so that they have a 
precise idea of what is involved. 

After holding hearings, tlie school board adopts a 
budget with whatever amendments it deems necessary. 
In some districts, the board *s vote is the final step 
before the budget gc^s into effect In other districts, the 
budget may have to be approved by a local legislative 
body — such as a city council or coimty commission— or 
by a referendum of district votei^. You will want to 
follow the process all the way through, talking to the 
appropriate authorities at each stage and monitoring 
their decisions to make sure important changes are 
actually made. 

During the fXiriod a budget is in effect, events may 
develop which require changes in the district's spending 
plans. Changes which can only be made by the school 
board will be made by budget amendment 
resolutions. Citizens who have worked c n the details of 
an original budget may also wish to follow any 
amendments made to it. In some places, sucr. 
resolutions can only be made at a public meeting; in 
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others, notice must be published in the paper before a 
final vote can be taken. 

As noted in the discussion of expenditures (see part 1). 
some elements of the budget can be changed by 
adrninistrators without consulting the school board. 
Citizens who want infomiaUon on these changes will 
need to speak with the administrator^ empowered to 
make them. or. after the fiscal year ends, to compare the 
onginal budget with the financial report as suggested in 
the section on past expendinires. 



Conclusion 

Assuring that public education dollars are used well is a 
responsibility all citizens must share. It takes time and 
energy to master any local school budget and an 
additional cx>mmitment to achieve significant 
improvements in districts where reform is needed. If the 
information in this booklet makes these vital tasks even 
a little easier, it will have achieved its goal. 
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Glossary 



Accounting 
records 



Adopted 
budget 



The records a district keeps of its actual revenue and 
expenditures as money is receivwf and spent; these 
documents may be able to provide more detailed 
information on specific items than is published in the 
district's financial rc^n. 



Budget which has been officially voted on by the school 
board. 



Allocation A mathematical formula used to determine the 
formula resources to be received by a particular school based 

on its anticipated enrollment or other factors. 



Assets 



Resources which can be used over a numter of years, 
including capital assets (such as school buildings and 
major equipment), cash, investments, accounts 
receivable, and inventories. Assets are often listed in the 
annual financial report and may be paid for by issuing 
bonds which will be paid back over a number of years. 



Assumption 
statement 



A document prepared by district administrators early in 
the process of developing a proposed budget; it sets 
forth key expectations for the coming year, such as 
number of students to be served, the rate of inflation, 
and other factors which will govern the development of 
a detailed financial plan. 
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Vas^s TTic policy governing when revenues and expenditures 

acc:;dnting are counted in the district's aca)unting records; 

possibilities include a cash basis, which lists financial 
events only when money is ^tually received or paid 
out, or an accrual basis, which counts changes when 
the disuici knows the events will (K:cur. 



Beginning TTic amount of money a district has on hand at the start 
balance of a fiscal year, consisting of dollars remaining at the 

end of the previous fiscal year. 



Bond A borrowing device us^ by many school districts; the 

buyer of the bend is entitled to receive scheduled 
payments before district dollars arc used for any other 
purpxjse, that is, the bond holder receives a lien against 
district revenues. 



The schedule of steps to be taken by district 
administrators and the school board in the process of 
creating the budget for the next fiscal yean this 
document may identify target dates for receiving 
proposals from principals and division heads, making 
executive decisions, private meetings to brief the school 
board on the proposed budget, publication of the 
proposed budget, public meetings to receive citizen 
comments, the final school board vote, and any 
subsequent steps required before the budget can take 
effect. 



Depreciation Reduction in the value of capital assets through wear 
and tear or obsolescence. 



Encumbrance An accounting device which marks certain dollars as set 
aside for a specified purpose; entered when a purchase 
order or requisition is made. 



Ending The dollars remaining available to the district after all 

balance expenditures are made during a fiscal year 



Budget 

development 

calendar 
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ExiH^ndiiure 



Spending; the budget's most detailed sections set forth 
the district's planned expenditures for the coming fiscal 
year. 



Financial An annual document publish^ after each fiscal year 
report ends; it sets fonh actual expcndilurcs and revenues and 

is usually subject to outside audit to verify its accuracy. 



Fiscal year A 12-month pericKl with a starting date selected by the 
school district and used as the basic period to be 
covered by the annual budget. 



Full-time 

equivalency 

(FTE) 



Function 



Fund 



Object 



A unit used to count the personnel assigned to a school 
or other administrative imit. consisting either of a 
fuU'time employee or two or more part-time employees 
together woricing a number of hours equivalent to one 
full-time employee. 



An exfx^nditure category defining a general purpose for 
which district money is spent, used in organizing a 
standard line-item budget; ex^ples might include 
"instruction," "administration," or "support services." 



An accounting device used to track revenue dollars 
which can only be used for specified purposes and to 
record the expenditures which meet those restrictions. 



Une-item The standard format for presenting financial plans now 
budget in use in most public school districts; provides figures 

on a districtwide basis, including an esiimalcd 
beginning balance, expected revenue listed by source, 
planned expenditures listed by function and object, and 
a resulting ending balance. 



An expenditure category defining a type of specific 
thing the district will purchase; examples might include 
""personnel salaries" or "materials and supplies." 
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Program A budget fonnat organized around expenditures on 
budget specific services (programs) provided by the school 

system; an alternative to the usual line-item budget 
statement which presents cxpcnditun^ by function and 
object. 



Proposed 
budget 



Revenue 



System of 
accounts 



P.ie budget recommendal to the school board by the 
superintendent or chief business officer based on a 
process of administrative planning. 

Dollars the district receives from various sources; 
revenues plus the beginning balance comprise the 
money available to the district to pay for all needed 
expeiMjltures. 



School-site A format pre^iing the expenditures to be made by 
budget individual schools; an aiiemative to the usual line-item 

budget statement which presents expenditures by 

function and object. 



A statement of what is included under each category in 
the district budget and other financial documents; in 
effect, a die ti .nary defining how the district classifies 
its funds, revenue source headings, function headings, 
and object headings. 
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